





,WDO\ 'LUHFWRUDWH *HQHUDO IRU 'HYHORSPHQW &RRSHUDWLRQ WKH *RYHUQPHQW RI 6ZHGHQ 6ZHGLVK
,QWHUQDWLRQDO 'HYHORSPHQW &RRSHUDWLRQ $JHQF\ DQG WKH *RYHUQPHQW RI WKH 8QLWHG .LQJGRP











(ULWUHD¶V OLEHUDWLRQ ZDU LQ  (ULWUHD¶V V\VWHP RI ODQG WHQXUH ODUJHO\ IDFLOLWDWHG
UHVHWWOHPHQWDOWKRXJKORQJWHUPHQYLURQPHQWDOSUREOHPVPD\HPHUJHVRFLDOFDSLWDO
EXLOWGXULQJWKHZDUZDVDSRVLWLYHUHVRXUFHDQGWKHVWDWH¶VOHJLWLPDF\ZDVDQRWKHU
SRVLWLYHIDFWRUGHVSLWHWKHVKRUWDJHRI VNLOOV DQG IUDJPHQWHG KHOS IURP WKH GRQRUV
7KRVHZKRVHOIVHWWOHGJHQHUDOO\GLGEHWWHUWKDQWKRVHZKRVHWWOHGXQGHUJRYHUQPHQW
VFKHPHV WKLV LPSOLHV WKDW KHOSLQJ VHOIVHWWOHPHQW LV PRUH FRVWHIIHFWLYH WKDQ GLUHFW
JRYHUQPHQW KHOS²DQ LPSRUWDQW OHVVRQ IRU WKH IXWXUH 7KH VXFFHVV RI UHWXUQHHV LQ









WKDW QHDUO\  LQWHUQDOO\ GLVSODFHG SHUVRQV ,'3V  H[FRPEDWDQWV DQG
QHDUO\UHWXUQHHVZRXOGKDYHWREHUHVHWWOHGLQ(ULWUHD(55(&(55(&
D7KLVSURFHVVSRVHGDPDMRUFKDOOHQJHWRWKHIOHGJOLQJ(ULWUHDQ6WDWH0DQ\












DVVLVWDQFH 6HFWLRQ  WKHQ WXUQV WR WKH FULWLFDO UROH RI DFFHVV WR ODQG DQG FRPPRQ










:H IRFXV RQ WKH UHVHWWOHPHQW HIIRUW LQ WKH DIWHUPDWK RI WKH 'HUJ¶V IDOO 7UDJLFDOO\








 IURP 6XGDQ O IURP (WKLRSLD DQG WKH UHPDLQGHU IURP RWKHU $IULFDQ
FRXQWULHVWKH0LGGOH(DVW(XURSH1RUWK$PHULFDDQG$VLD%HWZHHQ2FWREHU
DQG -XQH   UHIXJHHV UHWXUQHG XQGHU WKH 3URJUDPPH IRU 5HIXJHH
5HLQWHJUDWLRQ DQG 5HKDELOLWDWLRQ RI 5HVHWWOHPHQW $UHDV LQ (ULWUHD 352)(5, 3LORW
3URMHFW7KHJRYHUQPHQWUDQWKLVSURJUDPPHZLWKGRQRUDVVLVWDQFH
7KHUHDUHWKUHHGLVFHUQLEOHSDWWHUQVLQUHWXUQHHVHWWOHPHQW7KHVHDUHVHOIVHWWOHPHQWLQ
UXUDO DUHDV VHOIVHWWOHPHQW LQ XUEDQ RU VHPLXUEDQ DUHDV DQG VHWWOHPHQW LQ IRUPDO







LQIUDVWUXFWXUH VHUYLFHV VXFK DV EDVLF DGPLQLVWUDWLRQ KHDOWK FDUH SULPDU\ HGXFDWLRQ
ZDWHU VXSSOLHV DQG IRRG DLG 352)(5, SURYLGHG SDFNDJHV RI DJULFXOWXUDO LQSXWV
352)(5, UHWXUQHHV ZKR VHWWOHG LQ *DVK 6HWLW DQG %DUND UHFHLYHG WZR KHFWDUHV RI
FXOWLYDEOHODQGVHHGIRUWKHILUVW\HDUWRROVSORXJKVD[HVKRHVVSDGHVVLFNOHVDQG




7KH VHOIUHWXUQLQJ UHIXJHHV GLG QRW KDYH DFFHVV WR VXFK HQWLWOHPHQWV 7KH\ VKDUHG
ZKDWHYHUVHUYLFHVDQGRSSRUWXQLWLHVZHUHDYDLODEOHLQWKHLUVHWWOHPHQWDUHD+RZHYHU
ODUJH SXEOLF LQYHVWPHQWV KDYH EHHQ PDGH LQ WKH SURYLVLRQ RI VRFLDO DQG HFRQRPLF














UHVLGHQWV RU WKH JRYHUQPHQW 0LFURHQWHUSULVHV DUH D OLIHOLQH IRU D ODUJH QXPEHU RI
UHWXUQHHV HVSHFLDOO\ ZRPHQ LQ WRZQV VXFK 7HVVHQHL 5HPLWWDQFHV IURP DEURDG DUH
LPSRUWDQWDVZHOORQWKHVFDOHRIUHPLWWDQFHVVHH+DQVVRQ
7KHPDMRULW\RIKRXVHKROGVFRPELQHDGLYHUVLW\RILQFRPHJHQHUDWLQJDFWLYLWLHV0RVW











ZRUVH RII EHFDXVH WKH JRYHUQPHQW ZURQJO\ VHOHFWHG WKHVH UHLQWHJUDWLRQ VLWHV 7KH
DYHUDJHDQQXDOUDLQIDOOLQWKHVHDUHDVFDQQRWVXSSRUWUDLQIHGDJULFXOWXUH'XULQJWKHODVW
IRXU \HDUV WKH UHWXUQHHV KDYH RQO\ KDUYHVWHG FURSV RQFH  7KLV LPSOLHV WKDW
UHVRXUFHVDUHEHWWHUXVHGLQIDFLOLWDWLQJVHOIVHWWOHPHQWWKDQLQWKH JRYHUQPHQWLWVHOI






ERWK (ULWUHD DQG QHLJKERXULQJ 6XGDQ 7KH LQWHQVLILFDWLRQ RI DJULFXOWXUH KDV QRW




































WKDW WKH\ UHOLQTXLVK WKHLU RZQ DOORWPHQWV 7KLV SURYLVLRQ LV LQWHQGHG WR HQFRXUDJH
ODQGKROGHUV WR LQYHVW DQG LPSURYH WKH SURGXFWLYLW\ RI WKHLU KROGLQJV /DQG KHOG LQ
XVXIUXFWFDQEHOHDVHGSURYLGHGWKDWWKHJRYHUQPHQW¶VRZQHUVKLSULJKWVDUHQRWDIIHFWHG
7KRVHZLWKXVXIUXFWULJKWVDUHDOVRHQWLWOHGWRFKDQJHWKHLUOLIHORQJXVXIUXFWWRDOHDVH



























YLOODJHV LQ WKH YLFLQLW\ RI $VPDUD 7KH FDSLWDO FDQQRW H[SDQG XQOHVV LW VZDOORZV WKH YLOODJHV
VXUURXQGLQJLW7KLVZRXOGPHDQWKDWWHQVRIWKRXVDQGVRIKRXVHKROGVZRXOGORRVHWKHLUODQGDQG
WKHUHIRUHWKHPDLQVRXUFHRIWKHLUOLYHOLKRRG6LQFHWKHIRUPDOVHFWRULVVPDOODQGLVJURZLQJRQO\


































OLYHOLKRRG SURVSHFWV DUH XQFHUWDLQ GXH WR ODFN RI ODQG RU RIIIDUP HPSOR\PHQW
0RUHRYHUWKHFKDQJHVLQOLIHVW\OHWKDWPRVWUHIXJHHVXQGHUZHQWGXULQJWKHLUH[LOHKDYH











6KRUWO\ DIWHU LQGHSHQGHQFH WKH JRYHUQPHQW GUHZ XS D QDWLRQDO HQYLURQPHQWDO
PDQDJHPHQWSODQ1(03ZKLFKZDVDGRSWHGDIWHUDQDWLRQDOFRQIHUHQFHLQ(($
$QLQVWLWXWLRQDOVWUXFWXUHZDVVHWXSDQGHQYLURQPHQWDOOHJLVODWLRQLVGXH,QWKH




GHJUHHV (($  7KH VHFRQG µ5HJXODWLRQ RI /DQG &OHDUDQFH IRU $JULFXOWXUDO
&RQFHVVLRQV¶  VSHOOV RXW WKH HQYLURQPHQWDO UXOHV WKDW VKRXOG EH IROORZHG E\
FRQFHVVLRQDLUHVLQFOXGLQJWKHSURYLVLRQRIZLQGEUHDNVQDWLYHVSHFLHVFRQVHUYDWLRQDQG
WKH VSDFLQJ RI ODUJH IDUPV DW LQWHUYDOV RI DW OHDVW  PHWUHV WR DOORZ SDVVDJH RI
OLYHVWRFN(($7KLVLVGHVLJQHGWRSURWHFWWKHDELOLW\RIFRPPXQLWLHVWRGULYH
WKHLUOLYHVWRFNWRULYHUVZKLFKDUHIURQWHGE\FRPPHUFLDOIDUPFRQFHVVLRQV
3ULRUWRWKHLUGLVSODFHPHQWVL]HDEOHQXPEHUVRI UHIXJHHV ZHUH HLWKHU SDVWRUDOLVWV RU
DJURSDVWRUDOLVWV([LOHIRUFHGWKHPWRGLYHUVLI\WKHLUOLYHOLKRRGVDQGWKH\WRRNXSPRUH





FRQVHTXHQWO\ H[WHQVLYH UDWKHU WKDQ LQWHQVLYH IDUPLQJ LV GRPLQDQW OHDGLQJ WR WKH
FOHDUDQFHRIODUJHDUHDV'XULQJILHOGZRUNLQDQGWKHDXWKRUREVHUYHGWKDW
QHLWKHU FRQFHVVLRQDLUHV FRPPHUFLDO IDUPHUV QRU VPDOOKROGHUV LQFOXGLQJ UHWXUQHHV





ZLWK FURSV IRU VSDFH DQG PRLVWXUH FDVW VKDGH RQ FURSSHG ODQG KDUERXU GHVWUXFWLYH
ELUGVDQGSURYLGHVDQFWXDU\WRLQVHFWSHVWV7KLVVXJJHVWVWKDWWKHPLQLVWHULDOGLUHFWLYHV
DUHQRWSURSHUO\HQIRUFHG(YHQLQUHLQWHJUDWLRQVLWHVVXFKDV*HUJHIJUD]LQJDQGDUDEOH
ODQGV ZHUH QRW GHPDUFDWHG DQG DV D UHVXOW OLYHVWRFN URXWHV DUH EORFNHG GXULQJ WKH
FXOWLYDWLRQ VHDVRQV²FRQWUDU\ WR WKH PLQLVWHULDO GLUHFWLYHV 7KLV KDV FDXVHG WHQVLRQ
EHWZHHQKHUGHUVDQGFXOWLYDWRUV.LEUHDED
7KHUH DUH DIHZFRPPHUFLDOIDUPHUVDPRQJWKH UHWXUQHHV7KH\KDYHEURXJKWODUJH
WUDFWVRIODQGXQGHUFXOWLYDWLRQDQGDUHPDMRUHPSOR\HUVRIVHDVRQDOODERXU²WKHUHE\
EHQHILWLQJ ERWK UHWXUQHHV DQG ORFDO FRPPXQLWLHV PRUH JHQHUDOO\ %XW XQOHVV WKHLU
DFWLYLWLHV DUH UHJXODWHG VXEVWDQWLDO HQYLURQPHQWDO GDPDJH ZLOO RFFXU ([SDQVLRQ RI
PHFKDQL]HGDJULFXOWXUHPD\DOVRGLVSODFHVPDOOKROGHUVDQGSDVWRUDOLVWV&RPPHUFLDO





7KH KDUYHVWLQJ RI IXHOZRRG DQG FRQVWUXFWLRQ PDWHULDOV FRQVWLWXWH IXUWKHU VRXUFHV RI
HQYLURQPHQWDOSUHVVXUH,QHYLWDEO\GHPDQGVRQIRUHVWUHVRXUFHVDUHKLJKLQWKHHDUO\
\HDUVRISRVWZDUUHFRQVWUXFWLRQ0RVWRIWKHUHWXUQHHVLQWRZQVFRQVXPHIXHOZRRGDQG
EXLOGLQJPDWHULDOV 2IIIDUP HPSOR\PHQW LV OLPLWHG DQG WKHSRRU GHSHQG RQ VHOOLQJ








LWV DELOLW\ WR RIIHU WKH SRRU DOWHUQDWLYH OLYHOLKRRGV²DUH ERWK OLPLWHG 0RUHRYHU
H[SHULHQFHHOVHZKHUHKLJKOLJKWVWKHFKDOOHQJHIDFLQJWKH(ULWUHDQJRYHUQPHQW
6WDWHLQWHUYHQWLRQLQWKHPDQDJHPHQWRIODQGDQGFRPPRQSURSHUW\UHVRXUFHVKDVEHHQ






RI ODQG DQG FRPPRQ SURSHUW\ UHVRXUFHV²LV FRPPRQ XQGHU VWDWH PDQDJHPHQW
*RYHUQPHQWV WKDW DUH GHVSHUDWH WR HDUQ IRUHLJQ H[FKDQJH²SDUWLFXODUO\ LQ ZDUWRUQ
HFRQRPLHV²ILQGWKDWWKHH[SORLWDWLRQRIODQGIRUHVWVDQGZDWHUUHVRXUFHVLVDQHDV\






SRZHUIXO FRPPXQLW\ PHPEHUV DQG RXWVLGHUV WR LOOHJDOO\ VHL]H WKH ODQG DQG RWKHU






















WHUP µZDUWRUQ¶ FRPPRQO\ GHVFULEHV VRFLHWLHV ZKRVH IDEULF LV IUDJPHQWHG ZLWK ORZ
OHYHOV RI WUXVW²LQFUHDVLQJ WKH OLNHOLKRRG RI FRQIOLFW UHVXPLQJ 7KH ODEHO PLJKW EH
VXLWDEOHIRUVRFLHWLHVVXFKDV/LEHULD5ZDQGDDQGWKHIRUPHU<XJRVODYLD²WRQDPHMXVW
WKUHHFRXQWULHVLQZKLFKRSSRVLQJJURXSVGHILQHGWKHPVHOYHVE\HWKQLFLW\WULEHUHOLJLRQ





,Q JHQHUDO RQH RI WKH PDMRU FRQVWUDLQWV RQ UHLQWHJUDWLQJ D GLVSODFHG SRSXODWLRQ LV
KRVWLOLW\EHWZHHQWKRVHZKROHIWGXULQJWKHFRQIOLFWDQGWKRVHZKRVWD\EHKLQG5RJJH
.LEUHDEE(DFKJURXSPD\DFFXVHWKHRWKHURIEHWUD\DODQGFRZDUGLFH
7KRVH ZKR VWD\HG PD\ VHH WKH UHWXUQLQJ UHIXJHHV DV PRUH FRPSHWLWLRQ IRU VFDUFH
UHVRXUFHV DQG MREV :KHQ ODQG DQG QDWXUDO UHVRXUFHV DUH VFDUFH SRSXODWLRQ
GLVSODFHPHQWPD\UHSUHVHQWDEOHVVLQJLQGLVJXLVHIRUWKRVHZKRVWD\HGRQGXULQJZDU
(ULWUHD¶VH[SHULHQFHLVGLIIHUHQWWRPRVWRWKHUZDUWRUQVRFLHWLHV²YHU\OLWWOHUHVHQWPHQW


















UHFHGHG SDUWO\ EHFDXVH UHVHWWOHPHQW EHQHILWHG ORFDOV 7KHVH ZHUH VRPH RI WKH PRVW
QHJOHFWHGFRPPXQLWLHVSULRUWRLQGHSHQGHQFHYLOODJHVKDGQRVFKRROVFOLQLFVRUZDWHU














HVSHFLDOO\ IRU SRRUHU KRXVHKROGV ZKR PD\ RWKHUZLVH EH OHIW EHKLQG DV RWKHUV
VXFFHVVIXOO\UHEXLOGRQWKLVSUREOHPVHHGH6RXVD,QWKLVUHJDUG(ULWUHDHQMR\HG
RQHPDMRUDGYDQWDJHFRPSDUHGWRRWKHUFRQIOLFWFRXQWULHVWKHJRYHUQPHQWKDVEURDG
OHJLWLPDF\ DV WKH SURGXFW RI D QDWLRQDO LQGHSHQGHQFH ZDU VHH +DQVVRQ 
0RUHRYHULWLVFRPPLWWHGWRHVWDEOLVKLQJDWUDQVSDUHQWSXEOLFDGPLQLVWUDWLRQIUHHRI
FRUUXSWLRQ
'XULQJ ILHOGZRUN LQ VRXWKZHVWHUQ (ULWUHD ZKHUH WKH PDMRULW\ RI WKH UHWXUQHHV DUH
FRQFHQWUDWHG WKH DXWKRU HQFRXQWHUHG FRPSODLQWV DERXW LQHIILFLHQF\ DQG ODFN RI






HPEH]]OHPHQW DPRQJ 6XGDQHVH RIILFLDOV .LEUHDE F 7KLV KDV DXJPHQWHG WKH
FRQILGHQFHRIWKHUHWXUQHHVWKDWWKH\FDQLQYHVWWKHLUVFDUFHUHVRXUFHVSURGXFWLYHO\
















7KH VWDWH¶V ILVFDO UHVRXUFHV DUH OLPLWHG GHVSLWH LWV HIIRUWV WR PRELOL]H PRUH SXEOLF
UHYHQXH7KLVLQKLELWVLWVDELOLW\WRDGRSWDFRPSUHKHQVLYHUHVHWWOHPHQWSURJUDPPH,QD




FRVWV VHHGV EDVLF IDUPLQJ WRROV PDWHULDOV IRU VKHOWHU DQG FRRNLQJ XWHQVLOV :KLOH
REYLRXVO\ KHOSIXO LW LV LQFUHDVLQJO\ UHFRJQL]HG WKDW WKLV GRHV QRW JR IDU HQRXJK



















OLEHUDWLRQ DUP\¶V ILJKWLQJ IRUFH LW LV SUREDEO\ UHDVRQDEOH WR DVVXPH WKDW ZRPHQ
FRQVWLWXWHGRQHWKLUGRIWKHILJKWHUVZKRGLHG
$OWKRXJKLWLVXQFOHDUZKHWKHUWKHSURSRUWLRQRIIHPDOHKHDGHGKRXVHKROGVLVXQGXO\
ODUJH LW FHUWDLQO\ QHFHVVDU\ WR LQFRUSRUDWH WKH SULQFLSOH RI JHQGHU HTXDOLW\ LQWR
HFRQRPLFDQGVRFLDOSROLF\SDUWLFXODUO\LQWKHDUHDVRIODQGDJULFXOWXUDODVVLVWDQFH
WUDLQLQJ DQG HGXFDWLRQ²WR QDPH MXVW WKUHH (GXFDWLRQ DQG WUDLQLQJ DUH HVSHFLDOO\
LPSRUWDQWWKHDGXOWLOOLWHUDF\UDWHLVSHUFHQWDQGWKHIHPDOHLOOLWHUDF\UDWHLVSHU
FHQWVRWKDWZRPHQFDQEHFRPHVHOIHPSOR\HGDQGFRPSHWHLQWKHODERXUPDUNHWIRU
VNLOOHG MREV :RUOG %DQN   +RZHYHU WKH SUHYDLOLQJ JHQGHU LGHRORJ\ DOVR












ZRPHQ HTXDOO\ LQ WKH OLEHUDWHG DUHDV 'XULQJ WKH VWUXJJOH WKH (3/)¶V 1DWLRQDO
'HPRFUDWLF 3URJUDPPH SURFODLPHG WKDW DOO ODZV FXVWRPDU\ RU UHOLJLRXV WKDW
GLVFULPLQDWHG DJDLQVW ZRPHQ ZRXOG EH UHSHDOHG DQG UHSODFHG E\ ODZV ZKLFK WUHDW





2WKHU PHDVXUHV WR SURPRWH JHQGHU HTXDOLW\ KDYH DOVR EHHQ XQGHUWDNHQ 7KH


















JRYHUQLQJ PDUULDJH GLYRUFH LQKHULWDQFH FKLOG FXVWRG\ DQG SRVWPDULWDO UHVLGHQFH
'HVSLWH WKH ZLGHO\ KHOG YLHZ WKDW WKH FXVWRPDU\ ODZV GR QRW DFFRUG ZRPHQ DQ\
HFRQRPLFFXOWXUDODQGVRFLDOULJKWVWKHUHDUHVRPHVDIHJXDUGVZKLFKSURKLELWH[FHVVLYH
IRUPVRILQHTXDOLW\LQWHUPVRIDFFHVVWRODQGUHVLGHQFHLQKHULWDQFHDQGPDUULDJH
+RZHYHU WKHVH VDIHJXDUGV DUH LQVXIILFLHQW DQG FXVWRPDU\ DQG 6KDULD ODZV GR RQ
EDODQFH GLVFULPLQDWH DJDLQVW ZRPHQ 7KH VLQJOH PRVW LPSRUWDQW REVWDFOH WR JHQGHU




6LQFH (ULWUHDQ VRFLHW\ LV SUHGRPLQDQWO\ UXUDO DQG WUDGLWLRQDO RQO\ D VPDOO²PDLQO\
XUEDQ²VHFWLRQ RI WKH SRSXODWLRQ ZLOO VHHN UHGUHVV WKURXJK WKH IRUPDO OHJLVODWLRQ
,QGHHG WKH HIILFDF\ RI WKH OHJDO UHIRUPV DQG WKH SULQFLSOH RI JHQGHU HTXDOLW\ DV
HQVKULQHG LQ WKH &RQVWLWXWLRQ WKH 1DWLRQDO &KDUWHU DQG WKH 0DFUR 3ROLF\ DUH
FRPSURPLVHG DQG HYHQ QXOOLILHG LQ VRPH FDVHV E\ WKH JRYHUQPHQW¶V UHVSHFW DQG
VHQVLWLYLW\IRUWKHFRXQWU\¶VUHOLJLRXVDQGFXOWXUDOGLYHUVLW\7KHUHIRUHIRUWKHPDMRULW\
RIZRPHQWKHFRPPLWPHQWWRJHQGHUHTXDOLW\ZLOOUHPDLQZHOOPHDQLQJUKHWRULF
















RXW )LUVW WKRVH ZKR VHOIVHWWOHG JHQHUDOO\ GLG EHWWHU WKDQ WKRVH ZKR VHWWOHG XQGHU
JRYHUQPHQWVFKHPHVWKLVLPSOLHVWKDWKHOSLQJVHOIVHWWOHPHQW LV PRUH FRVWHIIHFWLYH
WKDQGLUHFWJRYHUQPHQWKHOS²DQLPSRUWDQWOHVVRQIRUWKHIXWXUH6HFRQGWKHVXFFHVVRI
UHWXUQHHVLQUHFRQVWUXFWLQJWKHLUOLYHOLKRRGVGHSHQGVXSRQWKHUHVXPSWLRQRIVXVWDLQDEOH








PDQ\ UXUDO DUHDV WR DEVRUE DGGLWLRQDO SRSXODWLRQV ZLOO EH OLPLWHG XQOHVV (ULWUHD¶V
GHSHQGHQFHRQUDLQIDOOLVUHGXFHGWKURXJKWKHFRQVWUXFWLRQRIGDPVPLFURGDPVDQGWKH
VSUHDGRIZDWHUFRQVHUYDWLRQSUDFWLFHV%XWVXFKLQYHVWPHQWPXVWDOVREHFRPELQHG
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(ULWUHDQ 5HOLHI DQG 5HIXJHH &RPPLVVLRQ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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 µ$QQXDO 5HSRUW RQ
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1RYHPEHU'HFHPEHU¶$VPDUD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